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@ John Snow, “Press Roundtable Transcript with Treasury Secretary Snow in Beijing, China on September 3,
2003,” U.S. Department of Treasury, September 3, 2003, http://www.ustreas.gov/press/release/js692.htm.

M WK TR ARBEAFCHF SR RILEMNG] - EM > 2003 £ 9 F 3 H - http://news.
xinhuanet.com/newscenter/2003-09/03/content 1061236.htm °

D John Snow, “Testimony of Treasury Secretary John Snow Before the Senate Committee on Banking, Housing
and Urban Affairs,” U.S. Department of Treasury, October 30, 2003, http://www.treas.gov/press/releases/
js953.htm; Andrzej Zwaniecki, “Treasury’s Snow Notes Progress, Encourages More Reform,” U. S. Department
of State, October 30, 2003, http://usinfo.org/wf-archive/2003/031030/publog4.htm.

(@9 Paul Blustein, “U.S. Pushes China Hard On Trade: Concessions to Be Sought At Upcoming Meeting,” The
Washington Post, April 15, 2004, EO1.
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@ Steven K. Beckner, “Sr US Tsy Off1l: US Commends China in Saying Time for Flex FX,” The Main Wire,
April 16, 2005.

@ John W. Snow, “Secretary John W. Snow Prepared Statement Following the Meeting of the G-7 Finance
Ministers and Central Bank Governors,” U. S. Department of Treasury, April 16, 2005, http://www.treasury.
gov/press/releases/js2384.htm.

@ John Snow, “Testimony of Treasury Secretary John Snow Before the Senate Committee on Finance,” U.S.
Department of Treasury, June 23, 2005, http://www.treas.gov/press/releases/js2505.htm.

@ TE/NETEBEZ ARH®BET ] > dEARRTT > 2005 £ 3 A 29 H - http://www.pbc.gov.cn/detail.
asp?col=4200&ID=156 °

S THE [ ARBHEATEEEKY ] - PEES%® (JLm) > 2005 & 4 A 28 H - http:/enki50.csis.
com.tw/kns50/detail.aspx?QueryID=58& CurRec=11 °
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Lieberman, “108th Congress 1st Session S. 1592, Fair Currency Enforcement Act of 2003 ( Introduced in
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c108:1:./temp/~c108uCobTq::; Phil English et al., “H. R. 3058: Currency Harmonization Initiative through
Neutralizing Action Act of 2003 ( Introduced in House ),” The House of Representatives of The United States,
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M iE 30 NBEEE IR Rep. Charles B. Rangel, Rep. Sander M. Levin, Rep. Ron Kind, Rep. John Lewis,
Rep. Xavier Becerra, Rep. Max Sandlin, Rep. Peter J. Visclosky, Rep. Ted Strickland, Rep. Alan B.
Mollohan, Rep. Adam Smith, Rep. John D. Dingell, Rep. Nancy Pelosi, Rep. George Miller, Rep. Baron P.
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Lindsey O. Graham, Sen. Christopher J. Dodd, Sen. Carl Levin, Sen. Richard J. Durbin, Sen. Debbie
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SE® RIBEEHE > RBEEGSRMEEE 108 B 109 EEE R B S48 E5E 63 1 - [FIREE LR
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@ Joseph I. Lieberman, “109th Congress 1st Session S. 377, Fair Currency Enforcement Act of 2005 ( Introduced
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Q) FEEFE 2B Tim Ryan et al., “H. R. 1498: Chinese Currency Act of 2005 ( Introduced in House),” The
House of Representatives of The United States, April 6, 2005, http://thomas.loc.gov/cgi-bin/query/D?c109:
1:./ temp/~c109UDmaHU::.
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The Roles of Governments and Market in
the Reform of RMB Exchange Rate—
2003-2005

Wen-chih Chao

Postdoctoral Fellow
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National Chengchi University
Abstract

This article examines relations between international politics and
validity of exchange in the case of Chinese currency, RMB, and attempts to
answer the following questions. First of all, is the exchange rate of RMB and
its regime affected by international politics? Secondly, how does the
international politics affect the exchange rate and regime of Chinese currency?
Third, how should the market behavior respond to interactions between the
international political actor and Chinese government? Lastly, how does
Chinese government respond to the pressure from the international
community and market?

The author argues that the exchange rate and regime of RMB is affected
by the pressure of international politics, especially from U.S. government.
Chinese government principally made strategies and decisions with an aim to
maintain sustained growth of Chinese economy. At first, Chinese government
refused to reform the exchange rate and regime of RMB. Yet, owing to the
growing trade surplus with foreign countries, particularly from U.S., Chinese
government faces challenging pressure. It is difficult for Chinese government
to sustain de facto pegged exchange rate regime and to integrate the strategy
into international trade system as a result. Accordingly, on July 21, 2005, the
Chinese government eventually announced to change the exchange rate
system from dollar peg system to a managed floating exchange rate regime.
This indicates that international politics has tremendous influence on the
exchange rate and regime of RMB, urging Chinese government to abandon
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the pegged exchange rate system.

Keywords: RMB; international politics; Chinese government; U.S.

government
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